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U.S. Economy & Market Perspective

As we move further into the second quarter of 2026, the broader economic backdrop remains relatively constructive
despite continued geopolitical uncertainty and elevated market volatility. Consumer spending has remained resilient,
business investment continues to expand, and labor market conditions remain historically strong.

At the same time, higher oil prices tied to the ongoing tensions are creating additional inflation pressures across parts of the
economy. Energy costs continue to impact transportation, shipping, travel, and manufacturing expenses, contributing to
higher prices for both businesses and consumers.

While these pressures may create periods of short-term market turbulence during the summer months, the broader
data currently suggests the economy continues to expand rather than contract.

Consumer Spending & Inflation Pressures

Consumer spending remains the largest driver of U.S. economic growth, accounting for a significant portion of overall
GDP activity. Recent spending data has continued to come in stronger than expected, supported in part by steady
employment conditions and additional seasonal cash flow from the ‘no tax on tips’ and ‘no tax on overtime' tax refunds.

Simultaneously, elevated oil prices are beginning to place additional pressure on household budgets. Higher fuel costs can
impact everything. Additionally, many goods are made from the oil in its various forms. As these costs move through the
economy, consumers may begin to feel more strain in the months ahead.

For now, spending activity remains healthy. However, if energy prices remain elevated for an extended period of time,
consumer spending growth could moderate later this summer as households adjust to higher costs.
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Stable employment conditions remain one of the
most important supports for the economy. As long
as households continue to maintain income and
cash flow, consumer spending activity is more likely
to remain resilient even during periods of higher
prices and market volatility.
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Market Volatility

Following the sharp market rebound that occurred after the March pullback, valuations across parts of the market have become
increasingly elevated. While strong recoveries are commmon after periods of volatility, markets do not typically move higherin a
straight line indefinitely. As a result, investors should be prepared for the possibility of additional short-term volatility or periods
of consolidation during the summer months.

Higher oil prices, inflation concerns, interest rate uncertainty, and geopolitical events can all contribute to increased market
swings in the near term. Importantly, short-term volatility does not necessarily indicate a long-term deterioration in economic
fundamentals. Markets frequently experience temporary pullbacks even during periods of ongoing economic growth.
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GDP Growth & Business Investment

Recent estimates from the Federal Reserve Bank of Atlanta continue to project Kl Federal Reserve Bank of Atlanta
relatively strong economic growth for the current quarter, with GDP estimates
remaining near 4%. While growth rates may fluctuate as additional data becomes
available, the broader trend continues to point toward expansion. 4 00/
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In addition to consumer spending, business investment remains an important source
of economic support. Investment tied to technology infrastructure, manufacturing Latest GDPNow Estimate for 2026:02
expansion, artificial intelligence, energy development, and data centers continues
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to drive elevated levels of capital spending across multiple sectors of the economy.

Next update: May 21, 2026
Government spending has also remained supportive, helping offset some of the
pressure created by elevated energy prices and inflation concerns. While economic
growth may slow modestly later this year, the current combination of consumer
activity, business investment, and labor market strength does not presently suggest
a broad recessionary environment.

Portfolio Strategy — What This Means for Investors

Periods of uncertainty often reinforce the importance of maintaining a disciplined, long-term investment strategy. Attempting
to react emotionally to short-term headlines or market swings can make it difficult to stay focused on long-term financial goals.

Diversification, balance, and maintaining appropriate risk exposure continue to remain key principles during periods of volatility.
While short-termn market movements can be uncomfortable, longer-term market performance has historically been driven more
by economic growth, earnings, and business investment trends than by temporary geopolitical events. Our focus remains on
positioning portfolios to participate in long-term growth opportunities while helping manage risk during periods of uncertainty.

Looking Ahead

While elevated oil prices and geopolitical tensions may continue to create periods of market
volatility, several important areas of the economy remain supportive. Labor market conditions
continue to appear stable, business investment remains strong, and economic growth has

continued to exceed many expectations.

At the same time, investors should recognize that markets may experience periods of
moderation after the strong rebound seen over the past several weeks. Temporary pullbacks
and periods of consolidation are a normal part of market cycles and do not necessarily signal

a broader economic reversal.

As always, we continue to monitor economic conditions closely and will provide updates
as new information becomes available.

Are you an employee or retiree with extended years invested in your benefits that’s not currently
working with us? Let us help you take control of your financial future with straightforward guidance on
optimizing contributions, allocation models, and benefit elections. Contact us to schedule a meeting.

Capstone RIA is an investment adviser registered with the U.S. Securities and Exchange Commission. Registration does not imply a certain level of skill or
training. All written content on this piece is for information purposes only. Opinions expressed herein are solely those of Capstone RIA, unless otherwise
specifically cited. Material presented is believed to be from reliable sources and no representations are made by our firm as to another parties’ informational
accuracy or completeness. All information or ideas provided should be discussed in detail with an advisor, accountant, or legal counsel prior to implementation.

Investing in securities involves risks, including the potential for loss of principal. There is no guarantee that any investment plan or strategy will be successful.
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